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That is, the maximum monopoly revenue will as before still
be at price $$.

It is, therefore, possible, in the case of a tax on gross
receipts as well as in the case of a tax on each article sold,
that the monopolist may prefer not to raise the price at all.
Even if the price, however, is increased by reason of the tax,
as will ordinarily be the case, the same distinction must be
observed as that mentioned in the previous case of the taxa-
tion of gross product.1 That is, since the great mass of
monopolies are subject to the law of increasing returns, while
the great mass of competitive industries obey the law of
decreasing returns, and since the action of the law of increas-
ing returns is to bring about a slighter degree of shifting in
the case of monopoly than in that of competition, it follows
that even if a tax on gross receipts induces the monopolist
to raise the price by a part of the tax, the tendency will be
for the producer to bear more of the burden himself than
would have been the case had he been subject to competitive
conditions.

3.  A  Tax on Net Receipts or Pro jits

In the case of a tax on the net profits of a monopolist, it
might be assumed that the tax will always be shTftecTEo the
consumer because of his necessary dependence on the mo-
nopolist. This assumption, however, would be completely
false. It makes no difference whether the monopolized
commodity is one, the supply of which is strictly limited
and which is not reproducible at all, or whether the com-
modity is reproducible according to the law of constant,
diminishing or increasing returns. So far as the producer
is concerned, he cannot add the tax to the price; for it may
be assumed that the monopolist producer will always demand
the highest price which the consumer is willing to give. If
the consumers were willing to pay more, he would have
increased the price before the imposition of the tax. In

1 See jibove, page 274.